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E.O. 11652: N/A 

TAGS: ETRD, EFIN, PFOR 

SUBJECT: FEDERAL RESERVE BOARD ACTS AGAINST ARAB BOYCOTT 
KUWAIT POUCH BAGHDAD 
REF: STATE 297811 

1 . FEDERAL RESERVE BOARD ISSUED LETTER DATED JANUARY 20 
CLARIFYING ITS LETTER DATED DECEMBER 12, 1975 (REFTEL). 
SELF-EXPLANATORY TEXT OF NEW LETTER IS CONTAINED IN PARA 3 
BELOW. BY PLACING BOARD'S CONCERNS WITHIN CONTEXT OF DEPT 
OF COMMERCE REGULATIONS (WHICH REFLECT CLEAR DISTINCTION 
BETWEEN MANDATORY AND HORTATORY PROVISIONS) WE HOPE 
JANUARY 20 LETTER WILL AVOID ANY PRECIPITOUS DISRUPTION 

OF COMMERCIAL RELATIONSHIPS. IF CONSIDERED USEFUL, POSTS 
AUTHORIZED BRING LETTER TO ATTENTION OF HOST GOVERNMENTS. 

2. IN RELATED DEVELOPMENT, U.S. EXPORTER HAS REPORTED 
TO DEPTOFF AN APPARENT CHANGE IN EGYPTIAN L/CS WHEREBY 
PREVIOUS CLAUSE THAT L/C COULD NOT BE TRANSFERRED TO 
BLACKLISTED FIRMS HAS BEEN REPLACED BY CLAUSE STATING L/C 
COULD NOT BE TRANSFERRED TO ANYONE WITHOUT PRIOR APPROVAL 
OF EGYPTIAN BANK. ALSO CLAUSE THAT GOODS WOULD NOT BE 
CARRIED ON BLACKLISTED VESSELS REPLACED BY CLAUSE THAT 
GOODS WOULD NOT BE CARRIED ON VESSEL UNDER ISRAELI FLAG 

OR WHICH CALLS AT ISRAELI PORTS. DEPT WOULD WELCOME ANY 

LIGHT POSTS MIGHT SHED UPON THIS OR RELATED MODIFICATIONS 
OF L/C’S OR OTHER COMMERCIAL DOCUMENTS BY HOST GOVERN- 
MENTS. 

3. BEGIN TEXT OF JANUARY 20 FRB LETTER: THE FEDERAL 
RESERVE BANK OF NEW YORK HAS INFORMED THE BOARD THAT 
SEVERAL MEMBER BANKS IN THE SECOND DISTRICT HAVE REQUESTED 
CLARIFICATION OF THE BOARD'S LETTER OF DECEMBER 12, 1975, 
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CONCERNING THE INVOLVEMENT OF BANKS IN FOREIGN BOYCOTT 
PRACTICES. SPECIFICALLY, THESE BANKS HAVE ASKED WHETHER 
IT WAS THE BOARD S INTENTION TO IMPOSE LEGAL OBLIGATIONS 
UPON MEMBER BANKS WITH RESPECT TO BOYCOTT PRACTICES THAT 
DIFFER FROM THOSE ALREADY IMPOSED UPON BANKS BY THE 
DEPARTMENT OF COMMERCE REGULATIONS ISSUED UNDER THE EXPORT 
ADMINISTRATION ACT. 
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THE COMMERCE DEPARTMENT'S EXPORT ADMINISTRATION REGULA- 
TIONS (15 C.F.R. PART 369), AS AMENDED EFFECTIVE DECEMBER 
1 . 1975, DEAL IN TWO WAYS WITH THE SUBJECT OF RESTRICTIVE 
TRADE PRACTICES OR BOYCOTTS FOSTERED OR IMPOSED BY FOREIGN 
COUNTRIES AGAINST OTHER COUNTRIES FRIENDLY TO THE UNITED 
STATES. FIRST, THOSE REGULATIONS PROHIBIT EXPORTERS 
AND RELATED SERVICE ORGANIZATIONS, INCLUDING BANKS, FROM 
TAKING ANY ACTION THAT HAS THE EFFECT OF FURTHERING OR 
SUPPORTING SUCH A RESTRICTIVE TRADE PRACTICE WHERE THE 
PRACTICE MAY DISCRIMINATE AGAINST U.S. CITIZENS OR FIRMS 
ON THE BASIS OF RACE, COLOR, RELIGION, SEX OR NATIONAL 
ORIGIN. SECOND, EVEN WHERE THE RESTRICTIVE TRADE PRACTICE 
DOES NOT HAVE SUCH A DISCRIMINATORY EFFECT UPON U.S. 

CITIZENS OR FIRMS. THE COMMERCE DEPARTMENT REGULATIONS EN- 
COURAGE AND REQUEST EXPORTERS AND RELATED SERVICE ORGAN- 
IZATIONS, INCLUDING BANKS, TO REFUSE TO TAKE ANY ACTION 
THAT HAS THE EFFECT OF FURTHERING OR SUPPORTING SUCH A 
PRACTICE. IN EITHER CASE - THAT IS, WHETHER THE RESTRIC- 
TIVE TRADE PRACTICE IS DISCRIMINATORY AGAINST U. S. CITI- 
ZENS OR IN FURTHERANCE OF AN ECONOMIC BOYCOTT AGAINST A 
COUNTRY FRIENDLY TO THE U.S. - FIRMS THAT ARE REQUESTED 
TO TAKE ACTION THAT WOULD HAVE THE EFFECT OF FURTHERING 
OR SUPPORTING SUCH A RESTRICTIVE TRADE PRACTICE OR BOYCOTT 
ARE REQUIRED TO REPORT THE REQUEST TO THE OFFICE OF EXPORT 
ADMINISTRATION OF THE COMMERCE DEPARTMENT. 

PRIMARY RESPONSIBILITY FOR IMPLEMENTING AND ENFORCING U.S. 
POLICY IN THIS AREA RESTS WITH THE DEPARTMENT OF COMMERCE. 
THE PURPOSE OF THE BOARD S DECEMBER 12 STATEMENT WAS TO 
DIRECT THE ATTENTION OF MEMBER BANKS TO THIS POLICY, 

AS WELL AS TO THE POSSIBLE APPLICABILITY OF OTHER LAWS, 
INCLUDING FEDERAL ANTITRUST LAWS. IT WAS NOT INTENDED 
TO CREATE NEW LEGAL OBLIGATIONS FOR BANKS. BUT RATHER TO 
LIMITED OFFICIAL USE 

LIMITED OFFICIAL USE 

PAGE 04 STATE 016785 

ENSURE THAT THEY ARE FAMILIAR WITH THEIR EXISTING OBLIGA- 
TIONS UNDER THE EXPORT ADMINISTRATION REGULATIONS AND 
OTHER PERTINENT LAWS. THE COMMERCE REGULATIONS ARE 
BASED ON THE FOLLOWING DECLARATION IN THE EXPORT ADMIN- 
ISTRATION ACT OF 1969: BEGIN INDENT: IT IS THE POLICY 
OF THE UNITED STATES (A) TO OPPOSE RESTRICTIVE TRADE 
PRACTICES OR BOYCOTTS FOSTERED OR IMPOSED BY FOREIGN 
COUNTRIES AGAINST OTHER COUNTRIES FRIENDLY TO THE UNITED 
STATES. AND (B) TO ENCOURAGE AND REQUEST DOMESTIC CONCERNS 
ENGAGED IN THE EXPORT OF ARTICLES, MATERIALS, SUPPLIES, 

OR INFORMATION, TO REFUSE TO TAKE ANY ACTION, INCLUDING 
THE FURNISHING OF INFORMATION OR THE SIGNING OF AGREE- 
MENTS, WHICH HAS THE EFFECT OF FURTHERING OR SUPPORTING 
THE RESTRICTIVE TRADE PRACTICES OR BOYCOTTS FOSTERED OR 
IMPOSED BY ANY FOREIGN COUNTRY AGAINST ANOTHER COUNTRY 
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FRIENDLY TO THE UNITED STATES. END INDENT 

THE BOARD EXPECTS THAT MEMBER BANKS WILL GIVE SERIOUS AND 
GOOD FAITH CONSIDERATION TO U.S. POLICY, AS JUST NOTED. 

THE BOARD ALSO EXPECTS THAT MEMBER BANKS WILL FULLY COMPLY 
WITH THOSE PORTIONS OF THE COMMERCE DEPARTMENT REGULATIONS 
THAT ARE MANDATORY. FURTHERMORE, THE BOARD FULLY SUPPORTS 
THE COMMERCE DEPARTMENT REGULATION THAT ENCOURAGES AND 
REQUESTS EXPORTERS AND THEIR BANKS NOT TO PARTICIPATE IN 
BOYCOTT PRACTICES. VERY TRULY YOURS, THEODORE E. ALLISON, 

SECRET ARY.END TEXT. ROBINSON 
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